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SUBJECT: HMO Risk-Based Capital.

FISCAL ANALYST: Michagl Molnar
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FUNDSAFFECTED: X GENERAL IMPACT: State
DEDICATED
FEDERAL

Summary of L egidation: (Amended) This bill applies the risk-based capital requirements for insurance
companies to health maintenance organizations (HMOs) and limited service health maintenance
organizations (LSHMOs), effective December 31, 2004. The bill allows the Insurance Commissioner to
exempt certain HM Os and L SHM Osfrom the requirements. The bill also requiresan HMO and an LSHMO
to file an informational risk-based capital report in 2002, 2003, and 2004 for the immediately preceding
calendar year.

Effective Date: (Revised) Upon passage; December 31, 2004.

Explanation of State Expenditures: The Department of Insurance can administer this provision with
existing staff and resources. The same risk-based capital reporting requirement existsfor life, property, and
casualty insurance currently.

There are currently 17 domestic HMOs and LSHMOs in the state of Indiana. Of these, 15 voluntarily file
risk-based capital reports currently. The other two companies are exempt fromthe provisions of thishill due
to their enrollment levels and written premium totals.

Explanation of State Revenues:

Explanation of L ocal Expenditures:

Explanation of L ocal Revenues:

State Agencies Affected: Department of Insurance.

L ocal Agencies Affected:
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Information Sources: Greg Thomas, Department of Insurance, (317) 232-2406.
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